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Who are you, and why did you come?Who are you, and why did you come?



Who am I?Who am I?

Program manager at Program manager at ValorisationValorisation Centre/TTO TU DelftCentre/TTO TU Delft
Program manager Electric Mobility InnovationProgram manager Electric Mobility Innovation
Fund management Sustainable Fund management Sustainable MainportMainport Innovation FundInnovation Fund
Former Director of Clean Tech Incubator DNAMO in RotterdamFormer Director of Clean Tech Incubator DNAMO in Rotterdam

MScMSc/Eng. in Systems Sciences, WUR/Eng. in Systems Sciences, WUR
PhD in Innovation Management, Eindhoven PhD in Innovation Management, Eindhoven UoTUoT

Interest: academic entrepreneurship, technological innovationInterest: academic entrepreneurship, technological innovation
Work in: Chemical industry, Medical technology, Airport Work in: Chemical industry, Medical technology, Airport 
operations, Clean Tech, Automotive, Urban developmentoperations, Clean Tech, Automotive, Urban development



Technology and innovation Technology and innovation 
strategy ?strategy ?



Effective strategies answer three key Effective strategies answer three key 
questions:questions:

How will we 
Create value?

How will we
Capture value?

How will we
Deliver value?



How will we create value?How will we create value?
–– How will the technology evolve?How will the technology evolve?
–– How will the market change? How will the market change? 

How will we capture value?How will we capture value?
–– How should we design the business model? How should we design the business model? 
–– Where should we compete in the value chain? Where should we compete in the value chain? 
–– How should we compete if standards are important? How should we compete if standards are important? 

How will we deliver value?How will we deliver value?
–– How do we manage the core business and growth How do we manage the core business and growth 

simultaneously?simultaneously?
–– How do we use our strategy to drive real resource allocation?How do we use our strategy to drive real resource allocation?



Outline for this session:Outline for this session:

Why do I need an innovation/technology strategy?Why do I need an innovation/technology strategy?

How will we create value?How will we create value?
–– How will the technology evolve?How will the technology evolve?
–– How will the market change? How will the market change? 

How will we capture value?How will we capture value?
–– How should we design the business model? How should we design the business model? 
–– How should we compete if standards are important?How should we compete if standards are important?



Why have a strategy?Why have a strategy?



Why have a strategy?Why have a strategy? 

1. 1. To make choicesTo make choices



Is This Your Project Pipeline?



Overload at PreQuipOverload at PreQuip
Active Projects
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(customer support, troubleshooting)
All Other Support Activity –– –– 430 430 430

Total Development Requirements –– –– 2783 2956 2178

Available Resources (months) –– –– 960 960 960

Rate of Utilization (percent) –– –– 289.9 307.9 226.9



Why is it so hard to kill Why is it so hard to kill 
project #26?project #26?

ItIt’’s a s a ““goodgood”” project!project!
Good managers can meet stretch goals    Good managers can meet stretch goals    

(and I(and I’’m a good manager)m a good manager)
Making difficult decisions takes time & energyMaking difficult decisions takes time & energy

ItIt’’s very hard to kill projects without a strategys very hard to kill projects without a strategy



Reasons to have a strategy:Reasons to have a strategy: 

22. . To be able to change itTo be able to change it



A Key Framework: A Key Framework: 
The industry life cycleThe industry life cycle

Era of Ferment/
Discontinuity

“Dominant design”
emergesMaturity

Incremental
Innovation



The Industry Life Cycle as an S curveThe Industry Life Cycle as an S curve

Performance

Time

Ferment

Takeoff

Maturity

Discontinuity



The SThe S--curve Maps Major Transitionscurve Maps Major Transitions

Performance

Time

Ferment

Takeoff

Maturity

Discontinuity



Transitions often challenge existing Transitions often challenge existing 
organizations severelyorganizations severely

Cumulate share of sales of photolithographic alignment 
equipment, 1962-1986, by generation 
 
 Contact Proximity Scanner S&R (1) S&R (2)
Cobilt 44  <1   
Kasper 17 8  7  
Canon  67 21 9  
P-Elmer   78 10 <1 
GCA    55 12 
Nikon     70 
Total 61 75 99+ 81 82+ 

 
 



Battery technology developmentsBattery technology developments



But they also create major opportunity!But they also create major opportunity! 

-- StartStart--up companiesup companies 

-- Organizational transformationOrganizational transformation



How shall we create value?How shall we create value?



The first of 3 key questionsThe first of 3 key questions

How will we 
Create value?

How will we
Capture value?

How will we
Deliver value?



Creating Value:Creating Value:

Understand how technologies will evolveUnderstand how technologies will evolve
–– Both your own and those on which you relyBoth your own and those on which you rely

Understand how customer needs will evolveUnderstand how customer needs will evolve

Develop world class products and services that meet Develop world class products and services that meet 
customer needscustomer needs



AgendaAgenda

Predicting Technological ChangePredicting Technological Change
–– The Delphi ModelThe Delphi Model
–– Trend extrapolationTrend extrapolation

Predicting the Evolution of Customer NeedsPredicting the Evolution of Customer Needs
–– Basic segmentationBasic segmentation
–– Crossing the chasmCrossing the chasm
–– New technologies, new needsNew technologies, new needs



Can one forecast the path of Can one forecast the path of 
technological change?technological change?

NoNo

ButBut
Delphi modelsDelphi models
Trend extrapolationTrend extrapolation



Delphi ModelsDelphi Models

Ask the experts!Ask the experts!
–– A committee?A committee?
–– Structured questionnaires?Structured questionnaires?

ProsPros
–– Field experts are often years ahead of day to day Field experts are often years ahead of day to day 

practice: technologies do not practice: technologies do not ““come from no wherecome from no where””

ConsCons
–– They sometimes have little knowledge of possible They sometimes have little knowledge of possible 

applicationsapplications
–– They can be enthusiasticThey can be enthusiastic



Trend analysisTrend analysis

The future is often much like the past, only more soThe future is often much like the past, only more so



MooreMoore’’s Law at Works Law at Work
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Solar cell efficiencies sSolar cell efficiencies s--curvescurves



Issues in Trend ExtrapolationIssues in Trend Extrapolation

Which parameter shall I predict? Which parameter shall I predict? 
Do all good things come to an end?Do all good things come to an end?
Exploring the difference between progress as a result Exploring the difference between progress as a result 
of the passage of time, and progress as the result of of the passage of time, and progress as the result of 
returns to effortreturns to effort
Predicting progress in complementary technologiesPredicting progress in complementary technologies



Do all good things come to an end?Do all good things come to an end? 
Technological exhaustionTechnological exhaustion

Performance

Time

Physical limit?

Performance is ultimately constrained
by physical limits

E.g.:
Sailing ships & the power of the wind
Copper wire & transmission capability
Semiconductors & the speed of the electron



Modeling the returns to Modeling the returns to efforteffort vs. vs. timetime

Performance

Effort

Performance may be a non linear 
function of  effort expended: in 
mature industries more and more 
effort may lead to less and less 
progress, while progress in emerging 
industries may be “surprisingly” fast



Reflections on the S CurveReflections on the S Curve

Which unit of analysis? Which unit of analysis? 
–– Industry? Firm? Technology? Product? Industry? Firm? Technology? Product? 

Which dimension of performance?Which dimension of performance?
Effort vs. time?Effort vs. time?
Can performance limits be predicted?Can performance limits be predicted?

The S curve is best viewed as a tool for triggering The S curve is best viewed as a tool for triggering 
discussion, not as a discussion, not as a ““scientific realityscientific reality””



The Evolution of MarketsThe Evolution of Markets 

oror 

Predicting the pattern of Predicting the pattern of 
customer needscustomer needs



Market Evolution over the Life CycleMarket Evolution over the Life Cycle

Market segmentationMarket segmentation
Crossing the chasmCrossing the chasm
New markets, new needs: New markets, new needs: 
–– The InnovatorThe Innovator’’s Dilemmas Dilemma



The Key Question:The Key Question: 
Who buys a technology as it evolves?Who buys a technology as it evolves?

Performance

Time



Understanding market dynamics:Understanding market dynamics: 
Basic segmentation (Rogers)Basic segmentation (Rogers)

Units
Bought

Time

Innovators

Early
Adopters

Early
Majority

Late
Majority

Laggards

Adopters differ by, for example, social, economic status --
particularly resources, affinity for risk,
knowledge, complementary assets, interest in the product



Understanding market dynamics:Understanding market dynamics: 
Crossing the chasm: (Moore)Crossing the chasm: (Moore)

Time

Innovators

Early
Adopters

Early
Majority

Late
Majority

Laggards

Making the transition from “early adopters” to “early majority” users often
requires the development of quite different competencies: e.g. service, 
support capabilities, much more extensive training.

Crossing the chasm?

Units
Bought





Managing customers at momentsManaging customers at moments 
of discontinuity at established of discontinuity at established 
companiescompanies

Performance

Time

Who buys a technology
when it is first
introduced?

New technologies sell to:
- New customers
- With new needs
- Often at lower margins



The InnovatorThe Innovator’’s Dilemma: s Dilemma: ““DisruptiveDisruptive”” 
technologies may threaten established firmstechnologies may threaten established firms

Performance

Time

Established technology

Mainstream customer needs

Niche customer needs

Invasive Technology

Clay Christensen: The Innovator’s Dilemma



Initially, Initially, EVsEVs do not seem to be a threat do not seem to be a threat 
to Combustion Engine Vehicles:to Combustion Engine Vehicles:

Speed,
Range

Time

CEVs

EVs

?



EVsEVs sold to customers with different sold to customers with different 
needs:needs:

Speed,
Range

Efficiency/cost

CEV

EV



But as But as EVsEVs improve they may come to improve they may come to 
challenge CVschallenge CVs

?Speed,
Range

Efficiency/Cost

CEVs

EVs



Technological developments batteriesTechnological developments batteries



Or consumer preferences may changeOr consumer preferences may change

?

Speed,
Range

Efficiency/cost

CEVs

EVs



Managing the change in customer Managing the change in customer 
groups may be the hardest task!groups may be the hardest task! 
Especially for established companiesEspecially for established companies

Performance

Effort

Leading edge customer
focused research may be 
a critical capability



What can be done?What can be done?

““Ready, aim, fireReady, aim, fire””
Small scale experimentsSmall scale experiments
Market research of all kinds:Market research of all kinds:
–– Conjoint analysis Conjoint analysis 
–– Direct customer contactDirect customer contact
–– Virtual productsVirtual products
–– Lead user researchLead user research

Significant resources required?Significant resources required?



Creating Value:Creating Value:

Understand how customer needs will evolveUnderstand how customer needs will evolve
Understand how technologies will evolveUnderstand how technologies will evolve
–– (Both your own and those on which you rely)(Both your own and those on which you rely)

Develop world class products and services that meet Develop world class products and services that meet 
customer needscustomer needs



How shall we capture How shall we capture 
value?value?

Uniqueness, Complementary Assets & Uniqueness, Complementary Assets & 
the Structure of the Value Chainthe Structure of the Value Chain



The second of two key questions:The second of two key questions:

How will we 
Create value?

How will we
Capture value?

How will we
Deliver value?



How shall we capture value?How shall we capture value?

How should we design the business model? How should we design the business model? 

(Where should we compete in the value chain?)(Where should we compete in the value chain?)

How should we compete if standards are important? How should we compete if standards are important? 



Or: Or: 
What determines the InventorWhat determines the Inventor’’s Share?s Share?

Customers

Inventor

Suppliers

Imitators,
followers



Is it the case that Is it the case that 
great ideas = pots of money?great ideas = pots of money?

Value
captured

Value created
(through “raw” invention)

ViagraViagra
NylonNylon

Xerox (early)Xerox (early)

Xerox (late)Xerox (late)

AppleApple

Coca ColaCoca Cola
Wal MartWal Mart

DellDell

RC ColaRC Cola



Three key ideas:Three key ideas:

UniquenessUniqueness
–– Controlling the knowledge generated by an Controlling the knowledge generated by an 

innovationinnovation

Complementary assetsComplementary assets
–– Controlling the assets that maximize the profits Controlling the assets that maximize the profits 

from innovatingfrom innovating

Understanding the dynamics of the value chainUnderstanding the dynamics of the value chain
–– Should we buy our suppliers? Distributors?Should we buy our suppliers? Distributors?
–– Should we outsource our manufacturingShould we outsource our manufacturing…… 

distributiondistribution…… salessales…… capability?capability?



Uniqueness is very important:Uniqueness is very important:

If a particular innovation, or the knowledge on which it If a particular innovation, or the knowledge on which it 
rests, can be completely rests, can be completely ““appropriatedappropriated”” (i.e., (i.e., 
completely controlled or protected) then the innovating completely controlled or protected) then the innovating 
firm may be able to maintain a unique position. This is firm may be able to maintain a unique position. This is 
a tremendous source of bargaining power.a tremendous source of bargaining power.



Sources of UniquenessSources of Uniqueness

Intellectual property protectionIntellectual property protection
–– PatentsPatents

•• Finite lengthFinite length
•• The right to prohibit The right to prohibit ““producingproducing””

–– CopyrightsCopyrights
•• The right to prohibit The right to prohibit ““copyingcopying””

SecrecySecrecy
–– Trade secrets & non compete clausesTrade secrets & non compete clauses
–– ““TacitTacit”” knowledgeknowledge

SpeedSpeed



SoSo

It is critically important to proactively develop an IP It is critically important to proactively develop an IP 
strategy that is tightly integrated to the strategic goals strategy that is tightly integrated to the strategic goals 
of the businessof the business

ButBut……



Uniqueness is powerful but often Uniqueness is powerful but often 
difficult to maintaindifficult to maintain

Legal mechanisms can be costly to create, and then Legal mechanisms can be costly to create, and then 
even more costly to enforce: and sometimes they even more costly to enforce: and sometimes they 
require public disclosurerequire public disclosure
Secrecy may be difficult to maintainSecrecy may be difficult to maintain
Speed is hard work, and sometimes imitableSpeed is hard work, and sometimes imitable



What are Complementary Assets?What are Complementary Assets?

Those assets that allow a firm to make money, even if Those assets that allow a firm to make money, even if 
the innovation is not unique:the innovation is not unique:
The answer to the question:The answer to the question:
–– If our innovations were instantly available to our If our innovations were instantly available to our 

competitors, would we still make money? Why?competitors, would we still make money? Why?



In the best case, complementary assets In the best case, complementary assets 
should be should be tightly heldtightly held

Complementary assets that are tightly held are not Complementary assets that are tightly held are not 
easily available to entrants or to most competitorseasily available to entrants or to most competitors



Types of Complementary AssetsTypes of Complementary Assets

Things you can doThings you can do
–– Manufacturing capabilitiesManufacturing capabilities
–– Sales and service expertiseSales and service expertise

Things you ownThings you own
–– Brand nameBrand name
–– Distribution channelsDistribution channels
–– Customer relationshipsCustomer relationships

COMPETENCIES

RESOURCES



In successful firms, competencies In successful firms, competencies 
create resources, and vice versa:create resources, and vice versa:

Competencies Resources



Uniqueness & Complementary Assets Uniqueness & Complementary Assets 
over the Life Cycle:over the Life Cycle:

Ferment

Takeoff

Maturity

Uniqueness
Complementary

Assets



Uniqueness & Complementary Assets: Uniqueness & Complementary Assets: 
Strategic ImperativesStrategic Imperatives

Defend uniqueness if possible and appropriateDefend uniqueness if possible and appropriate
Build complementary assets in advance of competitionBuild complementary assets in advance of competition
At moments of discontinuity ask:At moments of discontinuity ask:
–– Are my complementary assets useful?Are my complementary assets useful?
–– If so, which ones?If so, which ones?



How shall we capture value?How shall we capture value?

How should we design the business model? How should we design the business model? 

Where should we compete in the value chain?Where should we compete in the value chain?

How should we compete if standards are How should we compete if standards are 
important?important?



Standards and Strategy:Standards and Strategy: 

Competing in Increasingly Competing in Increasingly 
Open WorldsOpen Worlds



What is a standard?What is a standard?

A standard is a specification that allows for A standard is a specification that allows for 
interoperabilityinteroperability

Eg:Eg:
–– Cups and lidsCups and lids
–– Pistons and enginesPistons and engines
–– Telephones and socketsTelephones and sockets
–– Speakers and amplifiersSpeakers and amplifiers
–– Hardware and softwareHardware and software



Standards in Standards in EVsEVs



Questions:Questions:

What is a standard?What is a standard?
What are switching costs?What are switching costs?
What are network effects?What are network effects?
What is positive feedback?What is positive feedback?
What does increasing returns mean?What does increasing returns mean?
What does it means when a market What does it means when a market ““tipstips””? ? 
What is lockWhat is lock--in?in?
What is the significance of What is the significance of ““winnerwinner--takestakes--allall””??



Answers:Answers:
A standard is a particular interface, format or system that allows for 
interoperability
Switching costs are incurred when a customer changes from one supplier 
or marketplace to another. The greater the costs, the more difficult it is to 
switch
A product or technology benefits from network effects or network 
externalities if a significant part of its value to a consumer lies in the size of 
its (actual or anticipated) installed base, or market share
Positive feedback involves a chain of consequences that produces a 
dynamic outcome by feeding off itself – an amplification effect
Success becomes self-reinforcing with increasing returns to scale. 
Demand creates further demand
If consumers believe that one standard is going to capture a very large 
share of the market, and that a competing standard is not viable, then the 
market will “tip” towards the more successful standard
Lock-in occurs once a market has tipped. Switching costs may be high, 
and it is therefore difficult to get a market to tip to an alternative standard



OutlineOutline

Moving from Moving from ““productproduct”” to to ““systemssystems”” competitioncompetition
Coming soon to an industry near you: the push for Coming soon to an industry near you: the push for 
public open standardspublic open standards
Will all markets Will all markets ““tiptip””? ? –– managing the complexity of managing the complexity of 
standards evolutionstandards evolution
Making money in an open worldMaking money in an open world



ItIt’’s not just about softwares not just about software

BicyclesBicycles
Financial and payment servicesFinancial and payment services
Health careHealth care
AutomobilesAutomobiles



The challengeThe challenge

Performance

Time

Selling
products

Selling (parts of)
interconnected

systems



Selling ProductsSelling Products

Customers who care about Customers who care about 
products products ““on their own on their own 
termsterms””: is this the right : is this the right 
product for me?product for me?

Build the Build the ““bestbest”” productproduct
–– Best designedBest designed
–– Lowest costLowest cost
–– Most reliableMost reliable

Selling Interconnected Selling Interconnected 
SystemsSystems

Customers who care about the Customers who care about the 
total system experience: will total system experience: will 
this connect with the rest of my this connect with the rest of my 
world?world?

Control the architectureControl the architecture
OrOr
Influence the architecture and Influence the architecture and 
build the best products within itbuild the best products within it



These transitions raise both strategic These transitions raise both strategic 
and organizational questionsand organizational questions

Performance

Time

What strategy 
should 

we pursue?

How do we execute it?



The push for public open The push for public open 
standardsstandards



Thinking about the dynamics of the Thinking about the dynamics of the 
strategic spacestrategic space

Control is:

Public

Private

Access is:
Open Closed

Details of standard are
made available to all:
but owner has control 
over how the standard 
evolves and may 
charge for use

E.g. Nintendo, Palm OS

Details of standards are 
available to all: no
single firm has control 
over how they evolve: 
no charge for  their use

E.g. TCP/IP, HTML

Standards are owned 
and controlled by the
public sector but are not 
freely available

E.g. Cryptography

Technology may be 
standard, but details
are not made available
beyond the firm

E.g. Landmark Graphics, 
IBM 360



iApps

In practice these boundaries are fuzzy:In practice these boundaries are fuzzy:

Control is:

More
Public

More
Private

Access is:
More
Open

More
Closed

Linux

Symbian

Android
Windows

Mercury/
Corba



Will all markets tip?Will all markets tip?

Or:Or:
Getting a standard establishedGetting a standard established



TippingTipping

Markets Markets ““tiptip”” when one standard becomes the when one standard becomes the 
preferred choice of nearly every consumerpreferred choice of nearly every consumer
–– VHSVHS
–– Windows on the PCWindows on the PC

Not all markets tip: in some markets multiple Not all markets tip: in some markets multiple 
standards costandards co--existexist
–– UNIX vs. Windows on serversUNIX vs. Windows on servers
–– Sony vs. Microsoft in video gamesSony vs. Microsoft in video games
–– Android vs. Windows vs. Android vs. Windows vs. iPhoneiPhone in in SmartphonesSmartphones
–– Multiple standards in cellular phonesMultiple standards in cellular phones



““Great productsGreat products”” vs. vs. ““ArchitecturesArchitectures””

Great ProductsGreat Products
Consumers base their Consumers base their 
purchase decision on the purchase decision on the 
intrinsic value of the product intrinsic value of the product 
to themto them

What would this be worth to What would this be worth to 
me if I were the only buyer in me if I were the only buyer in 
the world?the world?
Competition on the basis of Competition on the basis of 
features, price etcfeatures, price etc

ArchitecturesArchitectures
Consumers base purchase Consumers base purchase 
decisions on the size of the decisions on the size of the 
(actual or projected) installed (actual or projected) installed 
base and/or the (actual or base and/or the (actual or 
projected) availability of projected) availability of 
network externalitiesnetwork externalities

How many other people are How many other people are 
likely to buy this product?likely to buy this product?

Competition on the basis of Competition on the basis of 
the size of network effects: the size of network effects: 
installed base, availability of installed base, availability of 
complementary products etccomplementary products etc



31

With Strong Network Effects With Strong Network Effects Market Market 
Share Itself Creates ValueShare Itself Creates Value

Value to
consumer

Actual (or anticipated) size of the installed base

Value of standards
Driven product

Conventional product



28

If network effects are important, If network effects are important, 
markets may markets may ““tiptip””

0

1

0 1

Probability
the next 
consumer 
chooses to 
buy A

A’s share of installed base



Tipping dynamics differ with the Tipping dynamics differ with the 
strength of network effectsstrength of network effects

Value to
consumer

Actual (or anticipated) size of the installed base

Products with
extensive N.effects

Conventional product

Products with
“threshold”

network effects



Markets with moderate network effects only Markets with moderate network effects only 
tip once critical thresholds are reachedtip once critical thresholds are reached

Probability
the next 
consumer 
chooses to 
buy from
Firm A

1

0
Firm A’s actual or anticipated share of installed base

1





Will this market tip?Will this market tip?

Network Operation

Applications

Operating Systems

Device Design

Chipset Design

UI

VodafoneNTT DoCoMo

Motorola Siemens

TI

Qualcomm

Device Manufacture

Chipset Manufacture

Service Provision

Motorola 
I-250 and beyond Infineon

OrangeT-Mobile

Microsoft
Linux

Vodafone 
Live!

W-CDMA

BREW

SavaJe
Windows

Windows

Microsoft

Live!

Sony 
Ericsson

Clones and Asians

EMS Players

Samsung

Microsoft
UIQ

Nokia

Symbian

Series 
60-90

Series 
60-90

Symbian SymbianSymbian

Market Share

Va
lu

e 
Sh
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How are standards established?How are standards established?

Standards Standards ““winwin”” when a critical mass of consumers when a critical mass of consumers 
have adopted them have adopted them 

OR:OR:

When a critical mass of key players believe that the When a critical mass of key players believe that the 
standard will be adopted.standard will be adopted.



Establishing a standard: SunEstablishing a standard: Sun

Sun founded in 1982 to focus on the workstation Sun founded in 1982 to focus on the workstation 
marketmarket
““OpenOpen”” standard: standard: 
–– Standard components, Standard components, 
–– UNIX operating systemUNIX operating system



Sun (2)Sun (2)

1980: Apollo founded1980: Apollo founded
1983: Apollo has $18m in sales, dominates the 1983: Apollo has $18m in sales, dominates the 
workstation market workstation market ---- uses a proprietary operating uses a proprietary operating 
systemsystem
1983: Sun has $1m in sales, mostly to universities1983: Sun has $1m in sales, mostly to universities
Lead customer, Computervision Lead customer, Computervision ““likes the technology likes the technology 

but doesnbut doesn’’t find the company crediblet find the company credible”” ---- ““we love your we love your 
technology but there is no way you can supply it. technology but there is no way you can supply it. 
Apollo is the standard in the industry, well financed Apollo is the standard in the industry, well financed 
and well managed.and well managed.””
What should Sun do?What should Sun do?



Establishing a standardEstablishing a standard

Introduce a great Introduce a great ““productproduct””
Come to market ahead of competitionCome to market ahead of competition
Build expectationsBuild expectations
Develop, or encourage the development of, Develop, or encourage the development of, 
complementary products and servicescomplementary products and services
Give it away: put the standard in the public sectorGive it away: put the standard in the public sector



Making money in Making money in 
an open worldan open world



WhereWhere’’s the money?s the money? 
Competition in a closed, private worldCompetition in a closed, private world



WhereWhere’’s the money?s the money? 
Competition in an open private worldCompetition in an open private world



WhereWhere’’s the money?s the money? 
The challenge of an open public worldThe challenge of an open public world



Making money in an open public worldMaking money in an open public world

Competing on a level playing field:Competing on a level playing field:
–– Do it better, faster, cheaper, in a more integrated wayDo it better, faster, cheaper, in a more integrated way……
–– Leverage Leverage ““complementary assetscomplementary assets””

Be part of the evolution of the playing field:Be part of the evolution of the playing field:
–– Exploring Exploring ““softsoft”” standardsstandards



Business models in the different Business models in the different 
quadrantsquadrants

Control is:

Public

Private

The technology is:
Open Closed

Compete on a 
level field

Move to “soft”
standards?
Run hard

Encourage the
“ecosystem”

Embrace/extend
Run hard

Deliver a best in
class system

Run hard



Exploring soft standardsExploring soft standards

A A ““softsoft”” standard is a specification that is completely standard is a specification that is completely 
compatible with current public standards but offers compatible with current public standards but offers 
enhanced functionality and performanceenhanced functionality and performance
It offers customers the security of knowing that they It offers customers the security of knowing that they 
have avoided  being have avoided  being ““locked inlocked in”” and an upgrade path and an upgrade path 
to the public standard to the public standard 
Plus the functionality and performance of a more finely Plus the functionality and performance of a more finely 
““tunedtuned”” technologytechnology
May permit significant premium pricing and the May permit significant premium pricing and the 
generation of customer loyaltygeneration of customer loyalty



Soft standards in action:Soft standards in action:
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Time
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Managing soft standardsManaging soft standards

Maintaining customer trust is critical:Maintaining customer trust is critical:
–– The instant they come to believe youThe instant they come to believe you’’re trying to lock re trying to lock 

them in, there will be troublethem in, there will be trouble
The technology task is complex. The The technology task is complex. The ““softsoft”” standard standard 
must be:must be:
–– Better than the public standardBetter than the public standard
–– Compatible with the current versionCompatible with the current version
–– Compatible with future versionsCompatible with future versions

Ensuring that the Ensuring that the ““softsoft”” technology is embodied in technology is embodied in 
future generations of the technology may be a central future generations of the technology may be a central 
strategic goalstrategic goal



SummarySummary

The move from The move from ““productproduct”” to to ““systemsystem”” competitions raises competitions raises 
both strategic and organizational issuesboth strategic and organizational issues
And increases the force behind the push for open And increases the force behind the push for open 
standardsstandards
Not all markets tip: but as network effects (connectivity, Not all markets tip: but as network effects (connectivity, 
complementary services, tools, products) become more complementary services, tools, products) become more 
important, more and more will. important, more and more will. 
Getting a private standard established in these kinds of Getting a private standard established in these kinds of 
worlds is likely to be very hardworlds is likely to be very hard
Fortunately, there are ways to make money in an open Fortunately, there are ways to make money in an open 
world world -- but managing a but managing a ““softsoft”” standard requires sustained standard requires sustained 
attentionattention



SummarySummary



Outline:Outline:
How will we create value?How will we create value?
–– How will the technology evolve?How will the technology evolve?
–– How will the market change? How will the market change? 

How will we capture value?How will we capture value?
–– How should we design the business model? How should we design the business model? 
–– Where should we compete in the value chain? Where should we compete in the value chain? 
–– How should we compete if standards are important?How should we compete if standards are important?

How will we deliver value?How will we deliver value?
–– How do we manage the core business and real growth How do we manage the core business and real growth 

simultaneously?simultaneously?
–– How do we use our strategy to drive real resource allocation?How do we use our strategy to drive real resource allocation?



Putting the pieces togetherPutting the pieces together……..
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